DISCLAIMER
This electronic version of an SCC order isfor informational purposes only and is not an official document of the
Commission. An official copy may be obtained from the Clerk of the Commission, Document Control Center.

COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, MAY 28, 2002
COVWONVEALTH OF VIRA NI A, ex rel.
STATE CORPORATI ON COWM SSI ON
CASE NO. BFI -2002-00012

Ex Parte: In re: proposed
payday | endi ng regul ations

ORDER TO TAKE NOTI CE

VWHEREAS, 8§ 6.1-458 of the Payday Loan Act ("the Act"),
88 6.1-444 et seq. of the Code of Virginia, authorizes the State
Cor porati on Comm ssion ("Comm ssion") to adopt such regul ations
as it deens appropriate to effect the purposes of the Act; and

VWHEREAS, the Bureau of Financial Institutions has proposed
regul ations that will define various terns used in the Act,
clarify certain requirenents and rul es applicable to payday
| endi ng |icensees and payday | oans, and provide for the contents
of a borrower rights and responsibilities panphlet;

| T 1S THEREFORE ORDERED THAT:

(1) The proposed payday | ending regul ati ons are appended

hereto and made a part of the record herein.

Effective April 9, 2002, the new Case Managenent Systemrequires
that the case nunber format for all Comm ssion orders change
from e.g., PUE010663 to the follow ng: PUE-2001-00663.



http://www.state.va.us/scc/contact.htm#General

(2) On or before June 20, 2002, any person desiring a
hearing or to comment on the proposed regulations shall file a
written request for hearing or witten comments containing a
reference to Case No. BFI-2002-00012, with the Cerk of the
Commi ssion, c/o Docunment Control Center, P.O Box 2118,

Ri chnond, Virginia 23218.

(3) If arequest for hearing is filed with the Cerk, a
hearing will be held on June 26, 2002, at 10:00 a.m in the
Comm ssion Courtroom 1300 East Main Street, Second Fl oor,

Ri chnmond, Virginia.

(4) The proposed regul ations shall be posted on the

Conmmi ssion's website at

http://ww. state.va. us/scc/casei nfo/orders. htm

(5) An attested copy hereof, together with a copy of the
proposed regul ation, shall be sent to the Registrar of

Regul ations for publication in the Virginia Register.

AN ATTESTED COPY hereof shall be sent to the Commi ssi oner

of Financial Institutions.



CHAPTER 200.

PAYDAY LENDI NG

10 VAC 5-200-10. Definitions.

A. The followi ng words and terns, when used in this chapter,

shal | have the foll owi ng neani ngs unl ess the context clearly

i ndi cates ot herw se:

"Act" neans the Payday Loan Act, 88 6.1-444 et seq. of the Code

of Virginia.

"Bur eau” neans the Bureau of Financial Institutions.

"Commi ssi on" nmeans the State Corporation Conm ssion.

"Duplicate original" for purposes of subdivision 2 of § 6.1-459

and this chapter neans an exact copy with signatures created by

the sane inpression as the original, or an exact copy bearing an

ori gi nal signature.

"Good funds instrunment” for purposes of subdivision 1(vi) of

8 6.1-459 and this chapter neans a certified check, cashier's

check, noney order, or paynent effected by use of a debit or

credit card.

"Liquid assets"” for purposes of the Act and this chapter neans

cash on hand and in depository institutions, noney market funds,

commerci al paper, and treasury bills.

"Smal | " as used in the definition of "payday loan" in 8 6.1-444

means $2, 500. 00 or | ess.




B. QO her ternms used in this chapter shall have the neani ng set

forth in 8 6.1-444 of the Act.

10 VAC 5-200-20. Requirenments for |icensees; operating rules.

A. A licensee shall maintain unencunbered |iquid assets per

pl ace of business in Virginia of at | east $25,000 at all tines.

The Bureau nay require subn ssion of proof of maintenance of

such liquid assets at any tine.

B. Any person submitting an application to acquire, directly

or indirectly, 25%or nore of the voting shares of a corporation

or 25% or nore of the ownership of any other person |licensed to

conduct busi ness under the Act shall pay a non-refundabl e

application fee of $500.

C. Each original license shall be promnently posted in each

pl ace of business of the licensee. In order for a licensee to

receive a replacenent or reissued |license, a licensee shall pay

a fee of $50 per place of business to the Commi ssion. Licenses

wll only be replaced or reissued if the licensee is in

conpliance with all |aws and regul ati ons applicable to the

conduct of the |licensee's business.

D. |f a person has filed a bond with the Bureau, as required

by 8 6.1-448 of the Code of Virginia, such bond shall be

retai ned by the Bureau notw t hstandi ng the occurrence of any of

the foll owi ng events:




1. The person's license is surrendered, suspended or

revoked; or

2. The person ceases engagi ng i n busi ness as a payday
| ender.
E. Upon becom ng |icensed, a |licensee shall give witten

notice to the Bureau of its commencenent of business within 10

days thereafter.

10 VAC 5-200-30. Notice and payday | endi ng panphl et.

A. Before entering into a payday | oan transaction, a |licensee

shal | provide each prospective borrower with a panphl et which

explains the borrower's rights and responsibilities. This

panphl et shall use the exact | anguage appearing in the "Payday

Lendi ng Panphlet" set forth in section 10 VAC 5-200-60. The

formshall be printed or typed without alterati on separate from

all other papers or docunents obtained by the |icensee in type

of size not less than that known as 10 point. The title of the

panphl et ("Payday Lending in the Commobnweal th of Virginia,

Borrower Rights and Responsibilities") and the headings for the

i ndi vidual sections of the panphlet (e.g., "In General," "Notice

fromlLender," "Limtations on Security Interest," etc.) shall be

in bold-face print or type.

B. Prior to disbursing loan funds to a borrower, a |licensee

shal | provide each borrower with a printed notice which states

the following: "WARNING A payday |loan is not intended to neet




long-termfinancial needs. It is recomended that you use a

payday | oan only to neet occasional or unusual short-term cash

needs. "

1. The notice and acknow edgenent shall be printed or

typed on 8% x 11 paper without alteration, be separate from al

ot her papers or docunents obtained by the |icensee, and be in

type not |less than that known as 24 point. The notice nust also

contain an acknow edgenent stating the following: "I

acknowl edge that | have received a copy of this notice and the

panphl et entitled "Payday Lending in the Commbnweal t h of

Virginia - Borrower Rights and Responsibilities."

2. The notice nust be signed and dated by each borrower.

A duplicate original of the acknow edged notice shall be kept in

the separate loan file maintained with respect to the | oan for

the period specified in 8 6.1-453 of the Code of Virginia.

10 VAC 5-200-40. Borrower prepaynent.

A. In order to prepay a payday | oan, a borrower shall only be

required to pay the principal anpbunt advanced as well as any

accrued and unpai d fees.

B. For purposes of the Act and this chapter, interest and fees

w |l be deened "accrued"” on a straight |line basis over the term

of a payday |oan. Accordingly, a borrower choosing to prepay

hi s payday | oan shall only be responsible for the pro-rata

portion of the total interest and fees based upon the nunber of




days whi ch have el apsed between the | oan di shursenent date and

the date of repaynent. (For exanple, if a $400 |loan with fees

of $60 and a termof 10 days is prepaid after 5 days, the

borrower shall only be required to pay in cash or good funds

i nstrument $430 ($400 + $30) to the licensee.)

10 VAC 5-200-50. Responding to requests fromthe Bureau of

Fi nanci al I nstitutions.

A. When the Bureau requests a witten response, books,

records, docunentation, or other information froma licensee in

connection with the Bureau's investigation, enforcenent, or

exam nation of conpliance with applicable |aws, the |icensee

shall deliver a witten response as well as any requested books,

records, docunentation, or information within the tinme period

specified in the Bureau's request. |If no tine period is

specified, a witten response as well as any requested books,

records, docunentation, or infornation shall be delivered by the

|icensee to the Bureau not |ater than 30 days fromthe date of

such request. |In determning the specified tine period for

respondi ng to the Bureau and when considering a request for an

extension of tine to respond, the Bureau shall take into

consi deration the volunme and conplexity of the requested witten

response, books, records, docunentation, or information, and

such other factors as the Bureau determ nes to be rel evant under

t he circunstances.




B. Reqguests nade by the Bureau pursuant to subsection A are

deened to be in furtherance of the Bureau's investigation and

exam nation authority provided for in 8§ 6.1-456 of the Code of

Virginia. Failure to conply with subsection A may result in

fines, license suspension, or |license revocation.

10 VAC 5-200-60. Payday | endi hg panphl et text.

The required text of the payday | ending panphlet referred to in

section 10 VAC 5-200-30 is as foll ows:

PAYDAY LENDI NG | N THE COVMONWEALTH OF VI RG NI A

BORRONER RI GHTS AND RESPONSI BI LI TI ES

Pl ease take the time to carefully review the information

contained in this panphlet. It is designed to advise you of

your right and responsibilities in connection with obtaining a

payday loan in Virginia under the Payday Loan Act, 88 6.1-444 et

seq. of the Code of Virginia. |If you have any questi ons about

payday | ending or want additional infornation, you nmay contact

the Virginia State Corporation Comm ssion's Bureau of Fi nanci al

Institutions toll-free at (800) 552-7945 or on the internet at

http://ww. state.va.us/scc/division/banking. The Bureau of

Financial Institutions has avail able a "Consuner GQuide to Payday

Lendi ng" which may be viewed at this website or obtained by

calling the toll-free tel ephone nunber |isted above.

In General: You are responsi ble for eval uati ng whet her a payday

loan is right for you. Alternatives may includes |ess expensive




short-termfinancing fromanother financial institution, famly,

or friends, a cash advance on a credit card, an account w th

overdraft protection, or a | oan repayabl e over several nonths.

Notice from Lender: The lender is required to provide you with

a clear and conspi cuous printed notice advising you that a

payday | oan is not intended to neet |ong-termfinancial needs

and that you should use a payday | oan only to neet occasi onal or

unusual short-term cash needs.

Limtations on Security Interest: The |ender cannot require you

to provide nore than one check as security for any payday | oan.

The check cannot be post-dated. The | ender cannot require you

to provide any security for your payday | oan other than a check

payable to the | ender.

$500 Maxi mumi 7 Day M ninum Term The | ender cannot |end you

nore than $500. By law, the specified due date of your | oan

must be at | east seven days after the date that noney is

advanced to you.

Fees, Charges, and Interest: The lender is pernmtted to charge

you interest in the formof a fee not exceeding 15% of the

anount of noney advanced to you (i.e., $15 per $100 advanced).

For exanple, if the | ender advances you $500 (the naxi num anpunt

all owed), the |l ender may charge you up to $75 as a fee for

obtaining the loan. No additional anpbunts may be directly or




indirectly charged, contracted for, collected, received, or

recover ed.

You wll receive your | oan proceeds in the formof either cash

or a check fromthe |lender. The |ender cannot charge you a fee

for cashing their check. Simlarly, a check casher affili ated

with the | ender cannot charge you a fee for cashing the | ender's

check.

Witten Agreenent: The | ender nust provide you with a witten

| oan agreenent, which nmust be signed by both you and an

aut hori zed representative of the lender. The | oan agreenent is

a binding, |egal docunent which requires you to repay the | oan

Make sure you read the entire | oan agreenent carefully before

signing and dating it. The | ender nust provide you with a

duplicate original of the | oan agreenent at the tine of your

| oan transacti on.

Cannot Purchase Ot her Products & Services: You are prohibited

fromusing any of the noney from your payday |oan to purchase

any other product or service sold at the | ender's business

| ocati on.

Ri ght to Cancel: You have the right to cancel your |oan at any

time prior to the close of business on the next business day

followng the date your |loan is made by paying the | ender the

anount advanced to you in cash, certified check, cashier's

check, or noney order, or by using a credit or debit card. For




exanple, if you obtain a loan on a Friday, you have until the

cl ose of business on the foll owing Monday to cancel your | oan

(assum ng that neither Friday nor Monday are federal holidays).

Partial Paynents and Prepaynents: You have the right to nake

partial paynents (in increnents of not | ess than $5.00) on your

payday | oan at any tinme wi thout charge. You have the right to

recei ve signed, dated receipts for each paynent nmade along with

a statenent of the bal ance remai ni ng on your payday | oan. You

al so have the right to prepay your loan in full before its

specified due date without penalty by paying the | ender in cash,

certified check, cashier's check, or noney order, or by use of a

credit or debit card, the anmount of nopney advanced to you as

wel | as any accrued and unpai d fees.

No Roll overs, Extensions, Etc.: The | ender cannot refinance,

renew, extend, or rollover your payday | oan.

Failure to Repay: Pay back your |oan! Know when your paynent

is due and be sure to repay your loan on tine and in full. You

are responsi ble for having sufficient funds in your checking

account on the due date of your | oan so that your check does not

bounce if the | ender deposits it in his account. |If you do not

repay your |oan by the specified due date, the | ender may begin

accruing interest at a maxinumrate of 6% per year.




The | ender is prohibited fromthreatening or beginning crimnal

proceedi ngs against you if a check you provide to the | ender

bounces.

| f you cannot or do not repay the loan: (i) the lender is

permtted to recover fromyou any fee charged to the | ender

(maxi mum of $25) as a result of your check being returned due to

your account being cl osed by you or containing insufficient

funds, or if you stopped paynent on your check; and (ii) if the

| ender seeks and obtains judgnent against you as a result of

your returned check, the | ender may obtain court costs and

reasonable attorney's fees (total may not exceed $250) if such

costs and fees are awarded by the court.

Legal Action Against Lender: You have the right to sue the

| ender if you suffer a loss as a result of the | ender violating

any provision of the Payday Loan Act. |If you are successful in

your |awsuit, you have the right to be reinbursed for reasonabl e

attorney's fees, expert witness fees, and court costs you have

paid in connection with the lawsuit. Losses suffered as the

result of the lender's violation of the Payday Loan Act may al so

be pursued under the Virginia Consuner Protection Act (88 59-196

et seq. of the Code of Virginia).

Conpl ai nts and Contacting the Bureau of Financial Institutions

For assistance with any conplaints you nay have agai nst a payday

| ender, please contact the Bureau of Financial Institutions

10



toll-fee at (800) 552-7945 or on the internet at

http://ww. state.va. us/scc/division/banking.
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